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This study aims to explore ways of developing competent human resources 
and utilizing them effectively as a key measure for securing and enhancing 
the fundamental competitiveness of the Korean economy in the rapidly 
changing landscape of the global economy as a result of Free Trade 
Agreements. In particular, since effective utilization of excellent human 
resources is a decisive factor in terms of competitiveness in the face of the 
increasing levels of global competition that characterize the FTA era, this 
study analyzes the various problems facing the skills development system of 
Korea and explores possible solutions to these problems. 
1. Crisis of the Korean Skills Development System and Its Causes 
In Chapter 2, we reviewed the various problems facing the Korean skills 
development system. In particular, we summarized the critical status of the 
current skills development system in terms of the difficulties faced by young 
job seekers and the deteriorating quality of jobs for mid-aged adults. We 
examined the effects of this critical status in terms of the declining 
competitiveness of small and medium companies and the shrinking foundation 
of growth across industries based on existing studies. More specifically, we 
reviewed the problem of the weakening foundation of Korean industrial 
growth caused by the inadequate supply and competency of human resources, 
which in turn restricts the competitiveness enhancement of small and medium 
companies. In particular, we found that the key players in the skills 
development system—education and training institutions, individuals (workers) 
and enterprises—are taking extreme measures to maximize their short-term 
individual benefits without engaging in positive interactions regarding the 
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long-term development of society, and concluded that this has become the 
fundamental cause of the current crisis in the Korean skills development 
system. 
2. Effects of the Polarization of the Labor Market on Industrial Growth 
In Chapter 3, we attempted an empirical analysis on the possibility that the 
polarization of the labor market has adverse effects on the foundation of 
economic growth as well as on the supply of human resources and 
competency development. In other words, there may exist a path of ”low 
wages in a specific industry → difficulty of hiring new manpower in the 
industry → deferred innovation in the industry → possible constraints on the 
competitiveness of other industries that use the products of the specific 
industry”.
Based on this assumption, in Chapter 3, we used inter-industry tables, 
wage statistics, and education and training statistics from 2000 to calculate 
the low-wage dependency rate and the education and training dependency rate 
of each industry type. We then analyzed the effects of the low-wage 
dependency rate and the education and training dependency rate on the 
increase of the total production of each industry. For the empirical analysis, 
we used the System-GMM method on the dynamic panel model. 
The analysis results showed that, in the case of the manufacturing industry, 
the low-wage dependency rate has negative effects on the increase of the 
total production of the industry. In particular, when considering the 
endogenous relationship of the low-wage dependency rate and the total 
production increase rate, we could confirm that the negative effect continues 
to aggravate. This implies that the depolarization of the labor market would 
not only have the positive effect of improving the treatment of workers, but 
would also contribute positively to the expansion of the foundation of 
economic growth.
3. Spill-over Effects of･Education and Training between Large Companies 
and Small and Medium Companies 
In Chapter 4, we examined the spill-over effects of education and training 
between large companies and small and medium companies in terms of 
productivity and wages. Specifically, we categorized enterprises into 
conglomerates, large companies, and small and medium companies for 
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empirical estimations of trickle down and trickle up effects between the 
categories. Based on the existing research data of Ban Ga-woon et al. (2013), 
we used education and training stock of 658 publicly traded companies, 
whose time series were maintained for the period between 1997 and 2009, as 
our main variable for analyzing the far-reaching effects of education and 
training on wages and productivity in the System-GMM method. 
According to the analysis results, skills enhancement of enterprises which 
are at the lower levels of the enterprise ecosystem of Korea did not lead to 
productivity improvements in the dominant large companies, and similarly, 
skills enhancement of higher-level enterprises also did not lead to productivity 
improvements in partnering small and medium companies. Similar to the 
analysis results of productivity, the analysis of wages also showed negative 
values for both trickle up and trickle down effects. This implies that the 
relationships between large companies and small and medium companies are 
highly temporary and not symbiotic. On the other hand, statistically significant 
values are indicated for the far-reaching effects of productivity among small 
and medium companies. This can be interpreted into an empirical analysis 
result that the joint effort toward skills enhancement by small and medium 
companies is important.  
4. Collaborative Human Resource Development among Enterprises: Survey 
of the Manufacturing Industry 
 In Chapter 5, we analyzed the results of a questionnaire-based survey of 
major manufacturing enterprises in Korea on the possibility of collaborative 
human resource development of in-house workers and outsourced workers. 
The actual survey was completed by manufacturing enterprises with 100 or 
more employees, which are thought to have considerable effects on the labor 
market, with a total of 2014 respondents who were mid-level managers in the 
areas of human resources, planning, research and development, manufacturing, 
etc., of the selected enterprises. At least two or three respondents were 
surveyed from each enterprise. 
The survey results showed that, while differences in management 
environments, management strategies, etc., of enterprises have effects on 
attitudes toward collaboration between enterprises, respondents had highly 
positive attitudes toward joint activities between enterprises. In other words, 
nearly 80% of the respondents were indicated as having positive attitudes 
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toward participating in joint human resource development activities among 
enterprises. In fact, collaboration between similar industries is emphasized the 
most in organizing joint activities, and close-knit enterprises such as those in 
small and medium enterprise cooperatives are expected to play greater roles. 
However, our current survey results indicate that there is a low expectation 
of the potential roles played by employer organizations. Therefore, it is 
thought necessary to encourage employer organizations to engage in joint 
activities from a sufficiently long-term perspective. 
Lastly, our examination of individuals within enterprises revealed that those 
relatively close to the production floor, i.e, in manufacturing, research and 
development, planning, etc., were more favorable toward inter-company 
collaboration. This shows that workers with different roles within a company 
do not necessarily have the same understanding of or requirement for 
inter-company collaboration and that such a distinction should be considered 
when organizing joint activities between enterprises in the future. 
 
5. Collaborative Human Resource Development among Enterprises: Korean 
and Overseas Cases 
In Chapter 6, we conducted case studies of collaborative human resource 
development among enterprises in order to identify the real implications for 
promoting collaboration between enterprises in terms of human resource 
development. The case studies included Korean cases of human resource 
development sector councils and the outsourcing enterprise council of the 
Large and Small Business Cooperation Foundation. As for overseas cases, 
Hessen Chemie, which is an organization of chemical industry employers in 
Hessen, Germany, and the case of the social pact concerning apprenticeship 
training in Norway were considered. 
A general summary is that while German and Norwegian enterprises 
engage in collaborative human resources-related activities with long-term 
perspectives, Korean enterprises undertake few collaborative activities, and that 
these are limited to areas that concern the short-term performance of the 
enterprises. In other words, even large companies, which are seen as 
undertaking active collaborative activities individually with their partnering 
enterprises, are mostly concentrating on collaborative activities designed to 
enhance their technological and quality competitiveness but rarely on 
collaborative activities for restructuring the whole labor market.  
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6. Policy Options 
Overall, the current crisis of the skills development system of Korea is 
thought to be the result of the individuals, education and training institutions, 
and enterprises—which constitute the skills development system—taking 
extreme measures for their individual interests without any consideration of 
the collective interest of the entire society. Such a crisis can be solved 
neither by the developing country model of the past nor by an external 
intervention of simple institutional changes. Therefore, in order to solve the 
current crisis of the skills development system, various stakeholders should 
autonomously focus on ”decentralized cooperation under uncertainty” and 
adopt the necessary external regulations or institutional interventions. In 
particular, while recognizing that enterprises have pivotal roles to play in 
such a change process, the following policy options are suggested. 
1) Encouraging collaborative activities through sector councils for human 
resource development 
Firstly, it is necessary to expand the human resource development- related 
activities of sector councils and employer organizations. In particular, 
concerning the governance of sector councils, internal governance reforms 
should be undertaken so that employer organizations take actions that benefit 
small and medium companies instead of large companies. Concerning the 
long-term future of sector councils, concretizing agreements that promote 
sector councils through joint efforts between the labor, the management, and 
the government may also be considered. 
 
2) Encouraging collaborative activities through regional human resource 
development councils 
Next, concerning the implementation of a system for inter-company 
collaboration at the regional level, the regional human resource development 
councils, which are currently steered by the Ministry of Employment and 
Labor in terms of implementing regional vocational skill development systems, 
should be utilized as windows for identifying the collective demands of 
enterprises within each region. When reinforcing inter-company collaborative 
activities at the regional level, the regional human resource development 
councils should also play a central role in organizing and executing 
information sharing activities for each job type. 
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3) Promoting collaborative human resource development in connection with 
improved outsourcing relationships 
Next, inter-company collaborative activities can be encouraged in connection 
with skills development and skills utilization. In this case, the outsourcing 
enterprise council between the outsourcing enterprise and the outsourced 
enterprise could play a central role. This involves creating a virtuous cycle of 
'closing the gap of work conditions – improved quality competitiveness/innovation 
competency' in the network of outsourcing companies and outsourced companies 
since the attitude of outsourcing companies has a critical effect on the 
improvement of working conditions in small and medium outsourced companies. 
For this, so-called 'social cooperation for closing the wage gap between large and 
small companies' could be introduced around the existing outsourcing enterprise 
councils. 
4) Reforming the Consortium for HRD Ability Magnified Program to promote 
enterprise collaboration
Concerning the promotion of various collaborative human resource 
development activities by enterprises, reformation of the current Consortium 
for HRD Ability Magnified Program by the Ministry of Employment and 
Labor needs to be seriously considered. In particular, the program should be 
reformed to allow the effective utilization of the excellent training 
infrastructures of large companies in the training of incumbent workers in 
small and medium companies in consideration of the business relationship 
between enterprises and the architectural characteristics of production. 
 
5) Encouraging collaborative activities among enterprises concerning institutional 
changes
In addition to specific collective inter-company actions, enterprises can also 
work together in the process of institutional changes as the new skills 
development system is implemented. In particular, macroscopic institutional 
changes concerning skills utilization, such as a higher minimum wage, 
reduction of working hours, and regulation on irregular and indirect 
employment should be approached from long-term and strategic perspectives. 
In this process, nationwide employer organizations, particularly the Federation 
of Korean Industries and the Korea Employers Federation, are expected to 
play crucial roles. 
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6) Undertaking competency development projects to promote collaborative 
human resource development 
As stressed by Culpepper (2003), getting enterprises to participate in 
collaborative activities requires the mediating organization to have an adequate 
dialectic capacity. However, securing such a capacity also requires 
considerable trial and error. Accordingly, it is also suggested that a so-called 
'talent development policy school' be established as a formal education 
program for the working-level staff of sector councils and regional human 
resource development councils, stakeholders of outsourcing and outsourced 
enterprises, stakeholders of small and medium enterprise cooperatives, 
stakeholders of enterprises and, if necessary, stakeholders of labor unions. 
